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Poverty is a common problem confronted by countries all over the world. It not 
only hinders the pace of a country’s economic development, but does harm to people’s 
livelihood. Consequently, it is of great importance for poverty problem to be solved. 
As a developing country, China’s poverty problem is still prominent though it is 
relieved because of China’s rapid economic development. To remove China’s poverty 
problem radically, we still have long way to go. There are many ways of solving 
poverty problem, including economically, socially and by law. Economic 
development is the most direct way to do this job. As a result, this dissertation 
primarily discusses how to reduce or relieve poverty in the economic way.  
China absorbed foreign direct investment beginning from late 1970s. Though the 
total value of induced FDI is limited in the early period, China’s FDI grew rapidly 
since early 1990s, which extremely developed China’s process of marketalization and 
internationalization. 
Although literature about the relationship between economic growth and poverty 
varies widely and deeply both theoretically and empirically, literature about the 
relationship between financial development and poverty is rarely seen. The 
dissertation focuses on one branch of this problem —— the relationship between 
foreign direct investment and poverty in financial liberalization theoretically and 
empirically.  
This dissertation adopts both qualitative and quantitative analysis methods. Based 
on the qualitative analysis, it uses the Generalized Method of Moments (i.e. GMM) to 
analyze and verify if Foreign Direct Investment improves China’s urban poverty 
population’s livelihood, according to China’s 30 provinces and municipalities’ related 















a statistically significant and positive impact on poverty that foreign direct investment 
can improve poverty to some degree. 
    This dissertation can be divided into three parts in general. The first part is the 
theoretical analysis and situational investigation of foreign direct investment and 
poverty on the basis of domestic and foreign literature review, which focuses on 
discussing the impact of foreign direct investment on poverty. The second part adopts 
GMM method to study the impact of Chinese foreign direct investment on urban 
poverty between 1985 and 2012 empirically. The third part analyzes the results of 
empirical research and draws conclusions of the impact of Chinese foreign direct 
investment on urban poverty, after which puts forward policy suggestions for reducing 
or alleviating poverty in our country according to the research results. 
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